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JIRIS

This guide will give you an overview of how to configure your NEST pension deductions in the

Introduction

payroll. Creating the output file is covered in a separate guide, see the Pension Guide for more
information.

The guide covers:

m Creating an employee pension deduction

B Creating an employer pension deduction

NEST permit employers to calculate the pension deduction based on a percentage of Qualifying

Earnings, Pensionable Earnings or Total Earnings; for more information click here.

The tax basis of the pension deduction can be via Salary Sacrifice or Relief at Source.

For instructions on how to setup the employee and employer pension deduction, select your
pension scheme option from the list:

Salary Sacrifice pension - based on Qualifying Earnings

Relief at Source - based on Qualifying Earnings

Salary Sacrifice - based on Pensionable Earnings, Total Earnings or Custom Earnings

Relief at Source - based on Pensionable Earnings, Total Earnings or Custom Earnings
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http://www.nestpensions.org.uk/schemeweb/NestWeb/public/helpcentre/contents/how-to-calculate-contributions.html
http://www.nestpensions.org.uk/schemeweb/NestWeb/public/helpcentre/contents/salary-sacrifice.html
http://www.nestpensions.org.uk/schemeweb/NestWeb/public/helpcentre/contents/how-tax-relief-works-with-nest.html
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A Salary Exchange pension deduction is deducted from the employee’s pay before Tax and Nl is
calculated, which means the employee is due to pay less Tax and NI.

Salary Sacrifice pension - based on Qualifying Earnings

A Qualifying Earnings pension deduction is calculated as a percentage of the employee’s Qualifying
Earnings between the lower limit and upper limit. For tax year 2015/16, the lower limit is £5,824
and the upper limit is £42,385.

Add employee pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on ‘Add New’

3. On the message asking if you want to use the wizard, click ‘No’

4. Enter a Name for the pension deduction I Settings for New Payment/Deduction 20 e

1D Mumber |2EI Marne |&E Salary Saciifice - EE

5. Inthe Category field, select ‘Apply Before Tax & NI

Categary
Calculation' IAppI_l,l Eefore Tax & NI Calculation LI
6. Inthe + or - field, select ‘Deduction’ | eduction =t
Type |
t
. I Percentage Auta Enrolment ;I
7. Inthe Type field, select ‘Percentage Auto Enrolment’ e \
yp g I Range check eLctio :
£ r H INDHe LI | ]
8. Range check should be the default of ‘None | s | | M
fl eport Group I
9. Report Group should be the default of ‘<None>’ I |E<I“°”f_>dt - =l |
l% m gultntr?_cl Basic
10. When Clear Totals field is set to ‘Annually’, during Year- _ . .
¥ Fension [T Qualifying Earmings
end Restart the year to-date total for this pension [T Benefitinkind [T Pensionable Earings
deduction will be clear along with other year to-date oK Concel |
totals ; .
11. Click 'OK’

Add employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on‘Add New'

3. Click ‘No' to the message asking if you want to use the wizard
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4. Enter a Name for the pension deduction (] settings for New Payment/Deduction 21 (e |
1D Mumber IT M ame IAE Salary Sacrifice - ER|
5. Inthe Category field select ‘Display Item Only’
Category
This option is chosen so the employee’s pay isn't [Disley tem O =
affected. If you don't want to show the employer’s fDD;;ucnm =]
deduction on the employee’s payslip, select ‘Display || IT:DE — (1
ercentage Auto cnrolmen i f
Item Only - Hidden from Payslip’ rangs check xsetings... | |
i i
| INone LI [
6. Inthe + or - field, select ‘Deduction’ r— i
Il Feport Group §tt_g| fl
7. Inthe Type field, select ‘Percentage Auto Enrolment’ || | ™ =
Clear to-date tatals . |
o 3 e
8. Range check should be the default of ‘None’
¥ Fension I~ Qualifying Eamings
9. Report Group should be the default of ‘<None>’ et L] okl Eaieg:
ak. Cancel
10. When Clear Totals field is set to ‘Annually’, during | e | )
Year-end Restart the year to-date total for this pension deduction will be cleared along
with other year to-date totals
11. Click ‘'OK’

Enter default percentage for the employee and employer pension deduction:

1.

Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction, I Company Payments & Deductions i
click in the ‘Standard’ field and enter the Mo Descipion | Starcua | [ Weskh [ sk | s
22 |AE Met-EE 1.00
default percentage 5 AE Nt R o
24 |AE Gross - EE 1.00 3]
. . 25 AE Gross-ER 1.00 9]
3. Next to the employer pension deduction, % | Salay Secifice - EE 100
27 | Salary Sacrifice - ER W.DUE
click in the ‘Standard’ field and enter the B et e
30 | Gross - EE 1.00 %)
default percentage 31 Gross <A  I—_ =
Foimulas I Edit | Add New I Inzert | oK. I Cancel
Configure pension deduction pay elements:
1. Go to the Pension menu and select ‘Configure T
Earnings' Salaty | Rates | Pay/Deds
[ [ P
2. Tick ‘Qualifying Earnings’ box for all pay - = =2
Statutory Paternity Pay g a
elements to include in employees’ total earnings ety Adoption Pay & o
Statutory Sick Pay g a
when payroll assesses employees for automatic peees = =
enrolment
The employees’ pension contribution will also be » —
calculated on these pay elements
3. Click 'OK’
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A Relief at Source pension is deducted from the employee’s pay after Tax and Nl is calculated, then
the employee receives basic rate tax relief on that pension deduction; for tax year 2014/15 the
rate is 20%. Higher rate tax payers need to claim the remaining tax relief from HMRC.

Relief at Source - based on Qualifying Earnings

In payroll, if say the employee’s pension deduction is 1%, you would enter 1% in the employee’s
standard amount but the actual deduction will be 0.8% from their pay.

A Qualifying Earnings pension deduction is calculated as a percentage of the employee’s Qualifying
Earnings between the lower limit and upper limit. For tax year 2015/16, the lower limit is £5,824
and the upper limit is £42,385.

Add employee pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on ‘Add New’

3. C(lick 'No’ to the message asking if you want to use the wizard

4. Enter a Name for the pension deduction (B0 Settings for New Payment/Decuction 22 e |
ID Mumber |22 Name IAE after-tax - EE
5. Inthe Category field select ‘Apply After Tax & NI —
Calculation’ | &pply #fter Taw & NI Calculstion |
. . . ’ Deduction A
6. Inthe +or - field, select ‘Deduction I IUDE =1
: I Percentage Auto Enrolment LI :
7. Inthe Type field, select ‘Percentage Auto Enrolment’ I | oot xanae..| | ]
(| INUne LI !
8. Range check should be the default of ‘None’ I —— senas. | | |
| |<Nuna> LI
9. Report Group should be the default of ‘<None>’ || Gemledezik Suttract B
sl ] ¥ RaTa
10. When Clear Totals field is set to ‘Annually’, during Year- I i I el il
[~ Benefitin kind [T Pensionable Earnings
end Restart the year to-date total for this pension
. . . oK | Lancel |
deduction will be clear along with other year to-date totals )

11. Tick ‘Subtract Basic Rate Tax’' box

12. Click 'OK’

Add employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on‘Add New'
3. Click ‘No’ to the message asking if you want to use the wizard

4. Enter a Name for the pension deduction
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5. Inthe Category field select ‘Display Item Only’

This option is chosen so the employee’s pay isn't affected.
If you don't want to show the employer’s deduction on the
employee’s payslip, select ‘Display Item Only - Hidden
from Payslip’

6. Inthe + or - field, select ‘Deduction’

7. Inthe Type field, select ‘Percentage Auto Enrolment’
8. Range check should be the default of ‘None’

9. Report Group should be the default of ‘<None>’

10. When Clear Totals field is set to ‘Annually’, during Year-

J1IRIS

o

m Settings for New Payment/Deduction 22
ID Humber |23 Mame |AE after-tax - ER
Category
IDisp\ay Item Only LI
+00-
IDeductlon ;I
Type I
I
IParcentage Auta Enralment LI n
% Seftings ...
Fiange check &I i\
INone ;I |
Settings ... i
Report Group
I<Nnne) ;I
Clear to-date totals s
e —
¥ Pension ™ Qualifying E armings
I~ Eensfitin kind I™ Pensionable Eamings
ok Cancel |

"

J

end Restart the year to-date total for this pension deduction will be clear along with other

year to-date totals

11. Click 'OK’

Enter percentage for the employee and employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction, (Il Company Payments & Deduction: e
click in the ‘Standard’ field and enter the No|  oweimon | swmsms | | 7o [ W acoom
OWer pper
22 AE Met-EE 1.00
default percentage 2 A8 Vet 10
24 |AE Gross - EE 1.00 %]
. . 25 |AE Gross -ER 1.00 3|
3. Next to the employer pension deduction, 2 Salay Sasiice -EE 100%)
27 | Salary Saciifice - ER 1.00&
click in the ‘Standard’ field and enter the B ot s
30 |Gross - EE 1.00 %)
default percentage N Grass ER  — =
Formulas Edit I Add New | Insert I 0K LCancel I

Configure pension deduction pay elements:

1. Go to the Pension menu and select ‘Configure eI

Earnings' Salow | Fates | PawDeds
| e | P
2. Tick ‘Qualifying Earnings’ box for all pay e — = -
Statutory Paternity Pay i a
elements to include in employees’ total earnings e At o & o
Statutory Sick Pay i a
when payroll assesses employees for automatic S = =
enrolment

The employees’ pension contribution will also be

Ok Save Cancel

calculated on these pay elements

3. Click 'OK’
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Salary Sacrifice - based on Pensionable Earnings, Total Earnings or

Custom Earnings

A Salary Sacrifice pension deduction is deducted from the employee’s pay before Tax and Nl is
calculated, which means the employee is due to pay less Tax and NI. NEST expect employer
contributions to meet or exceed the statutory minimum and employee contributions to be zero.

The pension deduction is calculated as a percentage of earnings you specified when setting up the
NEST scheme by choosing one of the following options:

Pensionable Earnings - set 1 or tier 1 must be equal to or more than the employee’s basic
pay. Set 2 or tier 2 must be at least 85% of the employee’s Total Earnings.

Total Earnings - set 3 or tier 3 includes 100% of an employee’s gross earnings as
pensionable. This includes any additional pay elements, such as overtime or bonuses.

Custom Earnings - provides you with complete flexibility over the earnings bases and

contribution levels.

Add employee pension deduction:

10.

Go to the Company menu and select ‘Alter Payments / Deductions’

Click on ‘Add New'

Click ‘No’ to the message asking if you want to use the wizard

Enter the Name of the pension deduction

In the Category field select ‘Apply Before Tax & NI
Calculation’

In the + or - field, select ‘Deduction’
In the Type field, select ‘Percentage’
In the Range check field, leave the default as ‘None’

In the Report Group field, leave the default as
‘<None>’

When Clear Totals field is set to ‘Annually’, during
Year-end Restart the year to-date total for this
pension deduction will be clear along with other year

to-date totals

f ™
m Settings for New Payment/Deduction 26 u

1D Number |26 Mame ISaIary Sacrifice - EE

Categary

IAppIy Befare Tax & NI Caloulation

+0r-

I Deduction

Type

I Percentage

% Settings ...
Range check LSRG

INone

Settings ...
Report Group

I'_\_P_\_I; Ld L

|<None>

Clear to-date totals b B
ubtract Basic
Annually -l T Fate Tax

v P
[T Benefit in kind I™ Penszionable E armings

I~ Qualifying Earmings

ok Lancel
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11. Tick the ‘Pension’ box

rl] Percentage calculation for Salary Sacrifice - EE based on... @‘
12. Click the "% Settings’ and then tick all the pay elements Bad Pay Eloneris - Paments Do
. . W B AH‘z:r:iulL‘;saF’aymants!Dedns
you want the pension deduction to be calculated on I~ BosHousPay © Lo
I 04T Hours Pay —;[
13. Click 'OK’ on the Percentage calculation screen Lo
I~ SMP. SAF, OSFP & ASPP
™ Holiday Pay
14. Click “OK’ on the Settings for New Payment/Deduction ™ Lew T
. . I Lesshil add L
screen to save the new employee pension deduction
ak Cancal

Add employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. C(lick on‘Add New'

3. Click ‘No’ to the message asking if you want to use the wizard

. . (] settings for New Payment/Deduction 27 (e |
4. Enter the Name of the pension deduction I et o e

1D Nurnber l? NameISaIary Sacrifice - ER
5. Inthe Category field select ‘Display Item Only’ B
IDispIay Itern Only ;I
This option is chosen so the employee’s pay isn't or I
affected. If you don't want to show the employer’s IT[;Z:““‘”” =
deduction on the employee’s payslip, select ‘Display |Percertage =
. ., i XSgtt\ngs...l
Item Only - Hidden from Payslip | IF‘Na”QM“ECK =
H one -
: ' s, 1 Seftings ..
6. Inthe + or - field, select ‘Deduction || Report Srou e
N |<None> ;I
. 1] 2 | Clear to-date totals .
7. In the Type field, select ‘Percentage oy ] [ SibcBi
|
8. Inthe Range check field, leave the default as ‘None’ I Qualfying Earings
[T Benefit in kind I™ Penszionable E armings

9. In the Report Group field, leave the default as = I 5ol
‘<None>’ . J

10. When Clear Totals field is set to ‘Annually’, during Year-end Restart the year to-date
total for this pension deduction will be clear along with other year to-date totals

11. Tick the ‘Pension’ box

12. Click the "% Settings’ and then tick all the pay elements you want the pension deduction to
be calculated on

13. Click ‘OK’ on the Percentage calculation screen

14. Click 'OK’ on the Settings for New Payment/Deduction screen to save the new employer
pension deduction
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Enter default percentage for the employee and employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction, I Corpany Payments & Deductions i
click in the ‘Standard’ field and enter the No|  Dein | Sded | | Ve [V accun
& Lower | Upper
default percentage e Tl
23 |AE Met-ER 1.00/ %
24 | AE Gross - EE 1,003
. . 25 |AE Gross-ER T.UUE
3. Next to the employer pension deduction, 2 Salay Sanifios -EE 1007
27 | Salary S acrifice - ER 1.00 2]
click in the *‘Standard’ field and enter the 5 et o
30 |Gross -EE 1.00 %] L |
default percentage ¥1 | Gross €A  —_T =
Formulas I Edit | Add Mew I Inzert | oK. I Cancel
Configure Qualifying Earnings:
1. Go to the Pension menu and select ‘Configure T
Earnings' Salow | Fates | PawDeds
| e | P
2. Tick ‘Qualifying Earnings’ box for all pay e — z o
Statutory Paternity Pay i a
elements to include in employees’ total earnings e At o & o
Statutory Sick Pay i a
when payroll assesses employees for automatic S = =
enrolment
3' ClICk OK oK Save Cancel
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Relief at Source - based on Pensionable Earnings, Total Earnings or

A Relief at Source is deducted from the employee’s pay after Tax and Nl is calculated, then the
employee receives basic rate tax relief on that pension deduction; for tax year 2014/15 the rate is
20%. Higher rate tax payers need to claim the remaining tax relief from HMRC.

In payroll, if say the employee’s pension deduction is 1%, you would enter 1% in the employee’s
standard amount but the actual deduction will be 0.8% from their pay.

The pension deduction is calculated as a percentage of earnings you specified when setting up the
NEST scheme by choosing one of the following options:

Pensionable Earnings - set 1 or tier 1 must be equal to or more than the employee’s basic
pay. Set 2 or tier 2 must be at least 85% of the employee’s Total Earnings.

Total Earnings - set 3 or tier 3 includes 100% of an employee’s gross earnings as
pensionable. This includes any additional pay elements, such as overtime or bonuses.

Custom Earnings - provides you with complete flexibility over the earnings bases and

contribution levels.

Add employee pension deduction:

10.

11.

12.

Go to the Company menu and select ‘Alter Payments / Deductions’

Click on ‘Add New'

Click ‘No’ to the message asking if you want to use the wizard

Enter the Name of the pension deduction

In the Category field select ‘Apply After Tax & NI
Calculation’

In the + or - field, select ‘Deduction’
In the Type field, select ‘Percentage’
In the Range check field, leave the default as ‘None’

In the Report Group field, leave the default as
‘<None>’

When Clear Totals field is set to ‘Annually’, during
Year-end Restart the year to-date total for this
pension deduction will be clear along with other year
to-date totals

Tick the ‘Pension’ box

Tick the ‘Subtract Basic Rate Tax’ box

m Settings for New Payment/Deduction 24 | = |
1D Mumber |24 Mame IAfter-tax - Total Pay
Category
IAppIy After Tax & M Calculation LI
+ar-
IDeduct\on LI
Type
IPercenlage LI
4
Range check &I
INone ;I
Settings ... |
Repart Group
|<N0ne> LI
Clear to-date totals .
¥ Pension I~ Qualifying Eamings
[~ Benefit in kind ™ Pensionable Earnings
ok LCancel
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13.

14.

15.
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Click the "% Settings’ and then tick all the pay elements [ Prenagectotion or Ao Ttl oy e
. . - Basic Pay Elements ~ Payments/Deductions Included——
you want the pension deduction to be calculated on ‘ S A1 s oo
[ Basic Hours Pay & Listed ltems Only
Click 'OK’ on the Percentage calculation screen e el —
I ssp
. N . ¥ SMP. SAF, OSFP & ASPP
Click “OK’ on the Settings for New Payment/Deduction ¥ HoligPay
. . I Less Tax
screen to save the new employee pension deduction " Lot s | | Do
july Lancel

Add employer pension deduction:

10.

11.

12.

13.

14.

Go to the Company menu and select ‘Alter Payments / Deductions’
Click on ‘Add New’

Click ‘No’ to the message asking if you want to use the wizard

Enter the Name of the pension deduction [ Settings for New Payment/Deduction 20 e
D Number [20 Mame [fter-a - Total Pay R

In the Category field select ‘Display Item Only’

Category

. . . , . B Diizplay Item Only -
This option is chosen so the employee’s pay isn't | =
+0r-
affected. If you don't want to show the employer’s [Deduction =
i ’ . i Type
deduction on the employee’s payslip, select ‘Display [Percarioge B
Item Only - Hidden from Payslip’ Range check % Settngs... |
INone ;I
In the + or - field, select ‘Deduction’ - Settings |
eport Group
§ |<N0ne> LI
In the Type ﬂeld, Se|eCt 'Percentage' Clear to-date totals
Subtract B asic
Annually vl [= Eiefi: T
In the Range check field, leave the default as ‘None’ W Parion I Gualfying Eamings

[~ Benefit in kind ™ Pensionable Earnings

In the Report Group field, leave the default as
‘<None>’

ok | LCancel |

L5 J

When Clear Totals field is set to ‘Annually’, during Year-end Restart the year to-date
total for this pension deduction will be clear along with other year to-date totals

Tick the ‘Pension’ box

Click the ‘% Settings’ and then tick all the pay elements you want the pension deduction to
be calculated on

Click ‘OK’ on the Percentage calculation screen

Click ‘'OK’ on the Settings for New Payment/Deduction screen to save the new employer
pension deduction

11
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Enter percentage for the employee and employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction, —[Ill Compeny Payments & Deductions e
click in the ‘Standard’ field and enter the No|  oeeiin | swasa | | Yoo ] Yo | acoom
14 Pratected Earnings Order 0.00 850368
default percentage 15 Frotty Cout Ot 000 850368
16 Other Court Drder 0.00 850368
. . 17 | 55P/SMP Contra 0.00 1002
3. Next to the employer pension deduction, 18 Salay Degction 00 EICE
19 |C5A 0.00 850754
click in the ‘Standard’ field and enter the 20 L Seay Sacie - EF 1.001%
alary Saciifice - ER 1.00/ %
22 | AE aftertas - EE 1.00
default percentage 2 4k shoion £ o0 =
Foimulas I Edit Add New I Inzert | oK. I Cancel

Configure Qualifying Earnings:

1. Go to the Pension menu and select ‘Configure eI
Earnings' Salow | Fates | PawDeds
| e | P
2. Tick ‘Qualifying Earnings’ box for all pay T o -
Statutory Paternity Pay i a
elements to include in employees’ total earnings e At o & o
Statutory Sick Pay i a
when payroll assesses employees for automatic S = >
enrolment
3' ClICk OK oK Save Cancel
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IRIS AE Suite™

The IRIS AE Suite™ works seamlessly with all IRIS payrolls to easily manage
auto enrolment. It will assess employees as part of your payroll run, deduct
the necessary calculations, produce files in the right format for your pension
provider* and generate the necessary employee communications.

IRIS OpenPayslips
Instantly publish electronic payslips to a secure portal which employees can
access from their mobile phone, tablet or PC. IRIS OpenPayslips cuts payslip

distribution time to zero and is included as standard with the IRIS AE Suite™.

IRIS Auto Enrolment Training Seminars

Choose from a range of IRIS training seminars to ensure you understand both
auto enrolment legislation and how to implement it within your IRIS software.

HMRC online service helpdesk HMRC employer helpline
Tel: 0300 200 3600 Tel: 0300200 3200
Fax: 0844 366 7828 Tel: 0300 200 3211 (new business)

Email: helpdesk@ir-efile.gov.uk

For IRIS Payrolls For Earnie Payrolls

Tel: 08448155700 Tel: 08448155677

Email: sales@iris.co.uk Email: earniesales@iris.co.uk

Your Product Phone E-mail

IRIS PAYE-Master 0844 815 5661 payroll@iris.co.uk

IRIS Payroll Business 0844 815 5661 ipsupport@iris.co.uk
IRIS Bureau Payroll 0844 815 5661 ipsupport@iris.co.uk
IRIS Payroll Professional 0844 815 5671 payrollpro@iris.co.uk
IRIS GP Payroll 0844 815 5681 support@gppayroll.co.uk
IRIS GP Accounts 0844 815 5681 gpaccsupport@iris.co.uk
Earnie or Earnie 1Q 0844 815 5671 support@earnie.co.uk

IRIS & IRIS Software Group are trademarks © IRIS Software Ltd 06/2015. All rights reserved

| I R I S Call: 0844 815 5700 for IRIS or 0844 815 5677 for Earnie

Visit: iris.co.uk



